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FOREWORD 

For  eleven  years  the  Bureau  has  been  carrying  on  a  system- 
atic study  of  the  cost  of  doing  business  in  the  retail  shoe 
trade.  During  the  years  prior  to  the  war,  the  methods  that 
had  to  be  used  in  this  pioneer  undertaking  made  it  impossible 
to  prepare  annual  summaries.  For  the  last  three  years,  how- 
ever, the  Bureau  has  compiled  annual  summaries  on  the  cost 
of  doing  business.  Each  year  the  results  have  thrown  new 
light  upon  the  changes  in  the  retail  shoe  trade  under  the  in- 
fluences of  changes  in  general  business  conditions.  The  re- 
ports for  1921  bring  out  facts  that  certainly  are  of  no  less 
significance  than  those  shown  in  previous  years. 

Reports  that  could  be  used  for  purposes  of  comparison  were 
received  from  four  hundred  seven  firms  with  an  aggregate 
volume  of  sales  of  $70,699,000.  In  addition  to  these  firms, 
reports  also  were  received  from  thirty-three  other  firms  which 
could  not  adjust  their  figures  nearly  enough  to  the  standard 
form  to  warrant  their  utilization.  The  constant  tendency 
that  has  been  noted  in  previous  years  for  the  number  of 
reports  to  increase  and  for  their  accuracy  to  improve  has 
continued  in  the  reports  for  1921.  The  number  of  reports  was 
larger,  and  the  reports  were  filled  out  more  carefully  than  in 
any  previous  year. 

As  in  previous  years  the  Bureau  undertook  to  give  as  many 
retailers  as  possible  an  opportunity  to  cooperate  in  the  prepa- 
ration of  this  bulletin.  Report  blanks  were  sent  out  to  7870 
firms  in  all  parts  of  the  United  States  and  Canada,  and 
second  and  third  requests  were  also  sent  to  many  firms  that 
did  not  respond  to  the  first  invitation  to  furnish  figures. 
Although  obviously  there  are  numerous  retail  shoe  firms 


whose  business  is  not  covered  by  this  bulletin,  nevertheless 
the  Bureau  believes  that  its  figures  are  fairly  representative 
samples  of  the  results  that  have  been  obtained  by  the  more 
progressive,  at  least,  of  the  retail  shoe  firms  in  the  country. 
As  in  the  preceding  year  the  Bureau  has  had  the  financial 
assistance  and  the  active  support  of  the  National  Shoe  Re- 
tailers' Association  in  carrying  on  this  work.  The  interest 
taken  by  the  Association  is  one  of  the  chief  reasons  for  the 
increase  in  the  mmaber  of  reports  received  during  the  last 
two  years. 

Melvin  T.  Copeland, 
Director, 


OPERATING  EXPENSES  IN  RETAIL 
SHOE  STORES   IN   1921 

INTRODUCTION 

The  year  1921  was  the  first  year  of  prolonged  business  de- 
pression since  the  Bureau  started  its  study  of  the  cost  of 
doing  business  in  retail  shoe  stores  in  1911.  The  outstanding 
feature  of  this  year's  investigation  was  the  fact  that  the 
adverse  effects  of  the  crisis  of  1920  were  felt  more  strongly 
in  the  year  1921  than  in  the  year  in  which  the  crisis  occurred. 
Gross  profit  generally  was  lower  in  percentage  of  net  sales; 
total  expense  was  higher  in  percentage  of  sales;  and  the 
average  firm  showed  a  net  loss  for  the  year  1921.  Sales  in 
dollars  and  cents  in  1921  were  about  9  %  less  than  in  1920. 
The  average  firm  was  not  able  apparently  to  reduce  its  ex- 
penses as  rapidly  as  sales  fell  off.  This  resulted  in  a  majority 
of  the  firms  showing  a  net  loss  for  the  year.  The  readjustment 
of  operating  expenses  to  changed  conditions  had  been  carried 
on  with  much  more  rapid  progress  by  some  firms  than  by 
others.  This  was  indicated  by  the  fact  that  for  1921  there 
was  greater  irregularity  and  wider  dispersion  of  the  expense 
percentages  than  in  previous  years.  Enough  firms  were 
putting  their  business  back  on  a  profitable  basis  in  1921, 
however,  to  indicate  that  substantial  improvement  may  be 
expected  in  the  showing  for  1922. 

The  firms  that  made  the  best  showing  in  1921,  with  few 
exceptions,  were  those  that  had  a  high  rate  of  stock-turn. 
The  firms  that  turned  their  stock  more  than  2.3  times,  for 
example,  had  an  average  net  profit  in  1921  of  0.6%  of  net 
sales,  whereas  the  firms  turning  their  stock  less  than  1.5 
times  had  an  average  net  loss  of  4  %  of  sales. 


From  the  analysis  of  the  financial  statements  it  appears 
that  the  credit  conditions  in  the  trade  were  not  quite  as 
satisfactory  at  the  end  of  the  year  1921  as  at  the  end  of  the 
preceding  year;  the  ratio  of  current  assets  to  current  liabili- 
ties was  not  as  high,  and  the  ratio  of  accounts  and  notes 
payable  to  the  average  monthly  purchases  tended  to  be 
greater,  thus  indicating  heavier  liabilities  in  proportion  to 
the  amount  of  business  carried  on. 

The  record  of  the  last  three  years,  taken  together  with  the 
data  that  had  been  compiled  for  the  pre-war  period,  furnishes 
a  history  of  the  trade  that  should  be  of  value  to  shoe  mer- 
chants for  future  guidance  in  the  conduct  of  their  business. 
This  record  shows  how  the  profits  of  prosperous  years  are 
likely  to  be  wiped  out  by  the  losses  of  years  of  depression 
unless  exceptional  foresight  is  exercised  in  preparing  the 
business  for  a  slump.  The  summary  of  the  figures  for  the 
year  1921  is  therefore  an  essential  link  in  this  history  of  the 
changes  that  have  occurred  in  this  trade  during  the  ups  and 
downs  of  business  prosperity. 

The  firms  from  which  reports  were  received  on  1921  opera- 
tions were  located  in  forty -two  states,  in  Canada,  and  one  in 
Hawaii.  The  reports  from  four  hundred  seven  firms  with 
an  aggregate  volume  of  $70,699,000  were  used  in  the  tabula- 
tions. In  addition  to  these,  reports  also  were  received  from 
thirty-three  other  firms  with  an  aggregate  volume  of  sales 
of  $3,375,000. 

The  net  sales  of  the  firms  whose  reports  were  tabulated 
ranged  from  $3000  to  $2,997,000,  the  largest  of  these  firms 
operating  several  branches  in  one  city.  Two  hundred  twenty- 
three  firms  were  located  in  cities  with  less  than  50,000  popu- 
lation; sixty-one  in  cities  with  50,000-99,000  population; 
seventy -seven  in  cities  with  100,000-699,000  population; 
and  thirty-nine  in  cities  with  over  700,000  population.  Seven 
unidentified  reports  were  received,  which  could  not  be  allo- 
cated to  individual  cities. 


The  classification  of  the  firms  according  to  volume  of  sales 
is  shown  in  Table  1.  As  this  table  indicates,  seventy-seven 
firms  each  had  sales  less  than  $30,000  in  1921;  forty-four 
each  had  sales  amounting  to  $250,000  or  more. 

TABLE  1 
Volume  of  Business  in  1921 

All  Firms  Firms  Reporting 

Reporting  Both  Years 

Net  Sales  1921  1920  1921 

Less  than  $30,000 77  29  41 

$30,000  -  $49,000 89  51  53 

$50,000  -  $99,000 106  56  55 

$100,000-$249,000 91  67  85 

$250,000  and  over 44  39  35 

Total  number  of  firms 407  242  242 

Two  hundred  forty-two  firms  submitted  reports  for  both 
1920  and  1921.  The  volume  of  sales  of  these  firms  also  is 
shown  in  Table  1.  The  comparison  of  the  figures  for  the  two 
years  indicates  that  net  sales  generally  were  less  in  1921  than 
in  1920.  The  aggregate  volume  of  sales  of  these  two  hundred 
forty-two  firms  in  1920  was  $44,856,000  and  in  1921, 
$40,803,000,  a  decline  of  9  %.  The  rate  of  decrease  in  volume 
of  sales  was  greater  in  the  small  firms  than  in  the  large  firms. 

On  the  schedule  used  this  year,  merchants  were  requested 
to  state  the  number  of  pairs  of  shoes  sold  in  both  1920  and 
1921.  The  object  of  this  was  to  ascertain  how  any  change 
in  the  volume  of  sales  in  dollars  and  cents  compared  with 
changes  in  numbers  of  pairs  of  shoes  sold.  Only  seventy-four 
firms  were  able  to  answer  the  question.  These  firms  reported 
that  they  sold  a  slightly  higher  number  of  pairs  in  1921  than 
in  the  preceding  year.  No  definite  concluisions  can  be  drawn 
for  the  trade  as  a  whole,  however,  from  this  comparison,  be- 
cause the  number  of  firms  reporting  sales  in  pairs  was  small, 
and,  furthermore,  they  probably  included  a  larger  proportion 
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of  progressive  firms  than  would  be  representative  of  the  trade 
generally.  The  inference  consequently  is  that  even  though 
these  firms  showed  a  slight  increase  in  sales  in  number  of 
pairs,  nevertheless  the  average  firm  may  have  shown  some 
falling  off  in  sales  in  number  of  pairs.  It  is  probable,  how- 
ever, that  except  in  the  case  of  the  smaller  firms  the  general 
decline  of  sales  in  dollars  and  cents  was  due  primarily  to  the 
drop  in  prices  rather  than  to  a  falling  off  in  the  number  of 
customers  served. 


OPERATING  EXPENSES  FOR  THE  TRADE 
AS  A  WHOLE 

The  average  cost  of  doing  business,  with  separate  figures 
for  each  of  the  individual  items  of  expense,  is  shown  in 
Table  2.  According  to  the  standard  classification  of  accounts 
used  in  the  compilation  of  these  figures,  total  expense,  which 
represents  the  cost  of  doing  business,  includes  not  only  such 
items  as  advertising,  insurance,  and  office  supplies,  but  also 
a  fair  salary  for  the  proprietor  or  partners,  rent  of  the  store 
whether  owned  or  leased,  and  interest  both  on  borrowed 
money  and  on  proprietor's  net  investment  in  the  business. 
Only  such  reports  as  could  be  adjusted  closely  to  this  standard 
classification  of  accounts  were  included  in  the  tabulations. 
The  common  figure  for  each  item  given  in  Table  2  is  the  one 
around  which  the  entire  body  of  reports  tended  to  concen- 
trate. As  stated  previously,  the  variations  from  the  com- 
mon figures  were  greater  in  the  1921  reports  than  in  reports 
for  preceding  years.  This  undoubtedly  was  due  to  the  fact 
that  some  firms  were  not  able  to  readjust  their  operating 
expenses  to  changed  business  conditions  as  rapidly  as  other 
firms  effected  their  readjustments.  The  common  figure, 
however,  in  each  case  is  a  typical  figure  with  which  each  in- 
dividual merchant  can  compare  his  own  results.  Wherever 
he  finds  that  his  own  expenses  are  lower  than  the  common 
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figure,  he  can  be  confident  that  in  that  respect  he  has  made 
better  than  average  progress  in  readjusting  his  expenses. 
Where  his  figures  are  higher  than  the  average,  unless  there 
are  quite  exceptional  conditions,  he  ordinarily  can  expect  to 
find  it  necessary  to  introduce  new  economies.  This  is  the 
table  with  which  the  individual  merchant  can  most  profitably 
compare  his  own  statement  to  learn  how  his  expenses  com- 
pare with  the  average  for  the  trade. 

TABLE  2 

Operating  Expenses  in  Retail  Shoe  Stores  in 
1921  —  407  Firms 

Net  Sales  =  100  % 

Common  Figure 

Wages  of  Salesforce  (including  PM's) 10.8  % 

Advertising 2.3 

Boxes,  Wrappings,  and  Other  Selling 0.3 

Total  Selling 13.4 

Delivery 0.2 

Buying:,  Management,  and  Office  Salaries 3.5 

Office  Supplies,  Postage,  and  Other  Management ...        0.4 
Total  Buying  and  Management 3.9 

Rent 3.0 

Heat,  Light,  and  Power 0.6 

Taxes  (except  on  buildings,  income,  and  profits)  . .  0.7 

Insurance  (except  on  buildings) 0.5 

Repairs  of  Store  Equipment 0.2 

Depreciation  of  Store  Equipment 0.4 

Total  Interest 3.1 

Total  Fixed  Charges  and  Upkeep 8.5 

Miscellaneous 1.6 

Lossch  from  Bad  Debts 0.2 

Total  Expense 27.8 
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The  common  figure  for  total  expense,  which  represents  the 
average  cost  of  doing  business,  was  27.8  %  of  net  sales  in  1921. 
The  highest  ggure  for  total  expense  shown  by  any  store  in 
1921  was  45%  of  net  sales;  the  lowest  total  expense  was 
16.3  %.  The  firm  with  lowest  expense  was  one  that  has  co- 
operated regularly  with  the  Bureau  for  a  number  of  years. 
Its  sales  in  1921  amounted  approximately  to  $115,950.  Its 
total  expense  in  1918  was  15.8%;  in  1919,  15%;  in  1920, 
14.9%;  and,  as  stated  above,  in  1921,  16.3%.  This  low 
ratio  of  expense  was  not  due  to  large  savings  in  any  one  item 
but  to  small  savings  in  practically  all  items  of  expense.  Its 
individual  items  of  expense  were  consistently  somewhat 
lower  than  the  average  for  the  trade  as  a  whole.  The  rate 
of  stock-turn  of  this  firm,  it  may  be  added,  was  2.6  times  in 
1918,  2.5  times  in  1919,  2.7  times  in  1920,  and  2.2  times  in 
1921  —  well  above  the  average. 

For  wages  of  salesforce  the  common  figure  for  all  the  firms 
was  10.8  %  of  net  sales  —  more  than  one-third  the  total  ex- 
pense. The  lowest  figure  for  wages  of  salesforce  in  1921  was 
5.1  %,  and  the  highest  18.6  %  of  net  sales. 

Advertising  ranged  from  nothing,  in  the  stores  that  did  no 
advertising,  up  to  8.3  %  of  net  sales  as  the  highest  figure.  The 
common  figure  for  advertising  was  2.3  %. 

Boxes,  wrappings,  and  other  selling  expense  had  a  common 
figure  of  0.3  %  of  net  sales,  ranging  from  a  low  figure  of  0.01  % 
to  a  high  figure  of  2  %. 

For  total  selling,  which  is  the  sum  of  the  preceding  three 
items,  the  common  figure  was  13.4%,  ranging  from  a  low 
figure  of  5.5  %  to  a  high  figure  of  21.4  %. 

About  two -thirds  of  the  firms  reported  no  delivery  expense 
in  1921.  Undoubtedly  some  of  these  firms  that  did  not  show 
the  item  separately  had  delivery  expense  that  was  included 
elsewhere  but  of  such  small  amount  as  hardly  to  be  worth 
recording  separately.  Few  of  the  firms  with  sales  less  than 
$100,000  in  1921  reported  any  delivery  expense.    The  firms 
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with  sales  of  over  $250,000,  on  the  other  hand,  generally 
incurred  expense  for  delivery  amounting  at  least  to  0.5  %  of 
net  sales.  The  firm  with  the  highest  delivery  expense  — 
3.4  %  of  net  sales  —  was  in  this  last  group.  For  the  trade  as 
a  whole  the  common  figure  for  delivery  was  0.2%  of  net 
sales. 

Buying,  management,  and  office  salaries  ranged  from  0.8  % 
to  14.3%;  the  common  figure  was  3.5%  of  net  sales.  The 
salary  of  the  proprietor,  if  all  his  time  was  spent  in  buying 
and  managing,  was  included  in  this  item.  If  part  of  his  time 
was  spent  in  selling,  his  salary  was  divided  between  wages  of 
salesforce  and  buying,  management,  and  office  salaries  in 
proportion  to  the  estimated  amount  of  time  given  to  selling 
and  to  buying  and  management.  Salaries  of  bookkeepers, 
stenographers,  and  other  office  employees  also  were  included 
in  buying,  management,  and  office  salaries.  In  a  large  store 
it  is  advantageous  to  separate  buying,  management,  and 
office  salaries  into  three  distinct  items.  For  the  average 
retail  shoe  store,  the  experience  of  the  Bureau  indicates  that 
it  is  impractical  to  attempt  to  divide  this  account,  since  that 
involves  so  much  prorating  as  to  render  the  results  of  little 
practical  significance. 

Office  supplies,  postage,  and  other  management  expense 
varied  from  0.03  %  to  3  %;  the  common  figure  was  0.4  %. 

Total  buying  and  management  expense,  the  sum  of  the 
preceding  two  items,  showed  a  common  figure  of  3.9  %  of  net 
sales. 

Rent  ranged  from  0.4%  to  13  %  of  net  sales;  the  common 
figure  was  3  %  of  net  sales.  This  included  rent  for  the  store 
buildings  that  were  owned  as  well  as  those  that  were  leased. 
Over  three -fourths  the  firms  were  leasing  the  buildings  in 
which  their  business  was  carried  on.  A  comparison  showed 
that  their  figures  were  practically  the  same  in  percentage  of 
sales  as  the  figures  for  rent  of  stores  that  Were  owned  by  the 
retail  shoe  firms. 
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The  Bureau's  common  figure  for  rent  is  one  concerning 
which  some  doubt  has  been  expressed  during  the  last  two 
years  by  retail  shoe  merchants  whose  figures  were  at  sharp 
variance  with  the  common  figure  reported  for  the  trade  as 
a  whole.  Several  merchants  have  stated  that  they  believed 
the  average  should  be  at  least  6  %  of  the  sales.  Of  the  four 
hundred  seven  firms  from  which  reports  were  received  for 
1921,  only  fifty-six  had  rent  amounting  to  6  %  or  more  of  their 
net  sales,  and  only  twenty-eight  showed  figures  from  5% 
to  5.9  %  of  net  sales.  In  ninety-six  firms,  on  the  other  hand, 
rent  was  less  than  2%  of  net  sales  in  1921.  As  is  shown  in 
Table  4,  which  follows,  the  common  figure  for  rent  was  some- 
what higher  in  percentage  of  sales  for  the  firms  with  high 
volume  of  sales,  but  even  there  a  large  majority  reported  rent 
figures  that  were  less  than  5  %  of  their  sales. 

Heat,  light,  and  power  ranged  from  0.1%  to  2.7%;  the 
common  figure  was  0.6  %  of  net  sales. 

Taxes,  not  including  taxes  on  building,  income,  and  profits, 
ranged  from  0.01  %  to  2.7  %,  with  a  common  figure  of  0.7  % 
of  net  sales. 

Insurance,  not  including  insurance  on  buildings,  ranged 
from  0.02  %  to  5  %,  with  a  common  figure  of  0.5  %  of  net 
sales. 

Repairs  of  store  equipment  ranged  from  0.01  %  to  2.3  % 
with  a  common  figure  of  0.2  %  of  net  sales. 

Depreciation  of  store  equipment  ranged  from  0.02%  to 
3  %,  with  a  common  figure  of  0.4  %.  This,  is  depreciation 
of  equipment  only,  not  depreciation  of  merchandise  which 
was  accounted  for  in  the  merchandise  statement  as  a  deduc- 
tion from  inventory. 

The  lowest  figure  for  total  interest  was  0.4  %  of  net  sales, 
the  highest  figure  11.9  %.  The  common  figure  was  3.1  %  of 
net  sales.  Total  interest,  as  explained  in  the  classification 
of  accounts*  on  which  the  1921  figures  were  based,  includes 

*  Bvilletin  No.  2,  Operating  Accounts  for  Retail  Shoe  Stores,  December,  1921  (Third 
edition),  pp.  18-19, 
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not  only  interest  on  borrowed  money  but  also  interest  on 
the  net  investment  in  the  business,  exclusive  of  real  estate. 
The  net  investment  is  determined  by  deducting  the  sum  of 
the  Habilities  to  outsiders  (not  including  capital  stock  or  sur- 
plus of  a  corporation)  from  the  sum  of  the  assets  (exclusive 
of  real  estate).  Inasmuch  as  financial  statements  and  also 
the  current  rate  of  interest  in  each  locality  were  obtained 
from  practically  all  the  firms  sending  in  reports,  it  was  pos- 
sible to  check  the  figures  for  total  interest  with  a  substantial 
degree  of  accuracy.  The  reasons  for  including  interest  in 
expense  have  been  stated  in  previous  bulletins.  The  con- 
tinued experience  of  the  Bureau  is  proving  that  this  method 
of  accounting  for  interest  yields  valuable  statistics  for  pur- 
poses of  comparison,  and  it  is  helping  to  emphasize  imme- 
diate opportunities  for  economy  in  store  management, 
particularly  with  regard  to  stock-turn. 

Total  fixed  charges  and  upkeep  ranged  from  3.3  %  to  21.7  % 
of  net  sales.    The  common  figure  was  8.5  %. 

For  miscellaneous  expense  the  common  figure  was  1.6% 
of  net  sales. 

Two-fifths  of  the  firms  reported  no  losses  from  bad  debts. 
This  is  not  surprising  in  view  of  the  fact  that  in  many  shoe 
stores  credit  sales  are  small.  For  the  trade  as  a  whole  the 
common  figure  for  losses  from  bad  debts  was  0.2%  of  net 
sales,  the  highest  figure  in  any  store  having  been  4.5%. 

COMPARISON  OF  OPERATING  EXPENSES  IN 
1920  AND  1921 

Fully  comparable  reports  for  both  1920  and  1921  were 
received  from  two  hundred  forty-two  firms.  In  Table  3  the 
common  figures  for  this  group  of  firms  in  1920  and  1921  are 
shown  for  five  of  the  largest  items  of  expense  and  for  losses 
from  bad  debts.  These  items  amount  approximately  to  three- 
fourths  the  total  expense.    Although  these  figures  show  some 
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variations  from  the  figures  for  all  the  firms  reporting,  never- 
theless the  tendencies  are  the  same.  The  largest  difference 
between  the  two  years  was  in  wages  of  salesforce.  The 
average  firm  apparently  did  not  find  it  possible  to  reduce 
the  expense  for  wages  of  salesforce  as  rapidly  as  prices  fell. 
In  many  stores  apparently  there  was  little  chance  for  reduc- 
ing the  number  of  employees,  and  further  economies  had 
not  generally  been  introduced  in  the  management  of  sales- 
force.  This  unquestionably  is  one  of  the  points  which  will 
call  for  the  keenest  study  by  retail  shoe  firms  in  the  next 
few  years,  in  order  to  effect  savings  in  this  largest  item  of 
expense.  By  many  firms  these  savings  probably  will  be 
effected  not  through  a  reduction  in  salaries  but  rather  by 
developing  means  whereby  a  lai'ger  number  of  customers  can 
be  served  satisfactorily  without  any  increase  in  the  number 
of  salespersons.  In  all  the  other  items,  except  losses  from 
bad  debts,  expenses  in  percentage  of  sales  were  somewhat 
higher  in  1921  than  in  1920.  This  emphasizes  the  fact  that 
the  manager  of  a  retail  shoe  store  faces  the  task  of  cutting 
down  expenses  and  introducing  more  economical  methods 
all  along  the  line,  not  merely  in  one  or  two  items  of  expense. 
Until  these  economies  are  effected,  the  net  profits  are  not 
likely  to  be  satisfactory. 

TABLE  3 

Operating  Expenses  1920-1921—242  Firms 
Net  Sales  =  100  % 

1920  1921 

Wages  of  Salesforce 9.4  %  10.4  % 

Advertising 1.9  2.1 

Buying,  Management,  and  Office  Salaries  3.7  4.0 

Rent 2.3  2.7 

Total  Interest 2.9  3.0 

Losses  from  Bad  Debts 0.2  0.2 
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OPERATING  EXPENSES  ACCORDING  TO 
VOLUME  OF  SALES 

The  common  figures  for  the  trade  as  a  whole  furnish  the 
primary  guide  to  a  retail  shoe  merchant  in  checking  his  own 
results.  Comparing  each  of  his  own  percentages  with  those 
shown  in  Table  1,  he  can  learn  just  which  of  his  items  are 
too  high.  That  comparison  shows  the  points  to  which  at- 
tention should  first  be  directed  for  the  purpose  of  effecting 
economies.  At  the  same  time,  of  course,  care  should  be  taken 
to  keep  in  hand  the  other  expenses  in  the  individual  store 
which  fortunately  already  are  below  the  average. 

For  a  further  check  upon  the  results  of  the  individual  firm 
the  common  figures  given  in  Table  4  can  be  used.  For  this 
detailed  analysis  the  firms  have  been  divided  into  five  groups 
according  to  volume  of  sales.  The  number  of  firms  in  each 
group  and  the  conamon  figure  for  each  item  of  expense  are 
shown. 

The  outstanding  points  brought  out  by  this  table  are  as 
follows.  The  firms  with  a  small  volimie  of  sales  showed  the 
highest  common  figure  for  wages  of  salesforce,  the  percentage 
of  salesforce  expense  steadily  declining  as  the  volume  of  sales 
increased.  Advertising,  on  the  other  hand,  showed  an  increase, 
in  percentage  of  net  sales,  as  the  volume  of  sales  rose,  the  firms 
with  large  volume  having  the  heaviest  advertising  expense 
in  percentage  of  net  sales.  Delivery  expense,  likewise,  was 
highest  in  percentage  of  sales  for  the  large  firms,  a  majority 
of  the  firms  with  sales  of  less  than  $30,000  reporting  no  de- 
livery expense  whatsoever.  Buying,  management,  and  office 
salaries,  in  contrast  to  wages  of  salesforce,  were  higher  in 
percentage  of  sales  in  the  firms  with  a  large  volume  of  busi- 
ness than  in  the  firms  with  a  small  volume.  Rent,  in  per- 
centage of  sales,  was  somewhat  higher  on  the  average  in  the 
case  of  firms  with  sales  over  $100^000  than  for  the  smaller 
firms.    Total  interest  was  highest  in  percentage  of  sales  for 
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TABLE  4 


Operating  Expenses  in  1921  According  to  Volume 

OF  Sales 

Net  Sales  =  100  % 

Net  Sales 

less  than  $30,000-  $50,000-  $100,000-  $250,000 

$30,000  49,000  99,000  249,000  and  over 

Number  of  Firms                                                   77               89             106  91             44 

Wages  of  Salesforce 12.6  %  11.0  %  10.4  %  10.4  %  9.5  % 

Advertising 1.1  1.8  2.0  2.9  3.7 

Boxes,  Wrap.,  and  Other  Selling  .    0.2  0.3  0.2  0.3  0.5 

Total  Selling 13.9  13.1  12.6  13.6  13.7 

Delivery 0.1  0.2  0.2  0.5 

Buying,  Management,  and  Office 

Salaries 3.6  3.1  3.5  4.8  5.3 

Office  Supplies,  Postage,  and  Other 

Management 0.2  0.3  0.4  0.5  0.5 

Total  Buying  and  Management.  ..     3.8  3.4  3.9  5.3  5.8 

Rent 3.0  2.7  2.7  3.6  3.4 

Heat,  Light,  and  Power 0.7  0.6  0.5  0.5  0.4 

Taxes  (except  on  buildings,  income, 

and  profits) 0.8  0.8  0.6  0.5  0.5 

Insurance  (except  on  buildings)  . .    0.6  0.5  0.5  0.5  0.4 

Repairs  of  Store  Equipment 0.08  0.2  0.1  0.2  0.2 

Depreciation  of  Store  Equipment      0.3  0.3  0.4  0.5  0.4 

Total  Interest 4.1  3.3  3.1  2.8  2.4 

Total  Fixed  Charges  and  Upkeep..     9.6  8.4  7.9  8.6  7.7 

Miscellaneous 1.0  1.0  1.3  1.3  1.2 

Losses  from  Bad  Debts 0.2  0.3  0.2  0.2  0.2 

Total  Expense 28.6  26.3  26.1  29.2  29.1 
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firms  with  a  small  volume  and  lowest  for  the  firms  whose 
sales  were  over  $250,000;  the  expense  for  total  interest  in 
these  groups,  it  may  be  added,  varied  inversely  with  the  rate 
of  stock-turn. 

To  illustrate  these  figures  as  classified  according  to  volume 
of  sales,  typical  profit  and  loss  statements  for  these  groups 
are  given  on  the  following  pages.  Each  statement  is  not  a 
copy  of  the  figures  of  any  one  firm  but  a  composite  statement 
that  is  representative  of  the  results  attained  by  a  group  of 
firms  with  similar  volume  of  sales. 

The  figures  for  the  firms  classified  according  to  volume  of 
sales  are  more  significant  than  those  shown  on  the  basis  of 
any  other  classification  that  has  yet  been  tried.  From  the 
tabulations  of  these  reports  and  also  from  its  correspondence 
and  first-hand  investigations,  the  Bureau  has  found  repeatedly 
that  there  are  greater  and  more  characteristic  differences  in 
expenses  for  firms  with  different  volumes  of  sales  in  a  single 
city  than  among  firms  of  the  same  volume  located  in  different 
cities.  The  figures  for  a  firm  with  $45,000  sales  located  in 
Chicago,  for  example,  can  be  compared  to  better  advantage, 
in  the  study  of  store  management  problems,  with  the  ex- 
penses of  firms  of  similar  volume  of  sales  in  other  cities  than 
with  the  expenses  of  a  firm  that  has  sales  amounting  to  over 
$100,000,  let  us  say,  in  the  city  of  Chicago. 
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TABLE  5 

PROFIT   AND    LOSS   STATEMENT 
for  year  ending  December  31,  1921 

Gross  Sales $26,623.75 

Returns  and  Allowances 168.42 

Net  Sales '. $26,455.33     100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $16,543.40 

Purchases  of  Merchandise  at  Billed  Cost.  .  . .       18,740.08 

Inward  Freight,  Express,  and  Cartage 706.89 

Gross  Cost  of  Merchandise  Handled $35,990.37 

Cash  Discounts  Taken 271.14 

Net  Cost  of  Merchandise  Handled $36,719.23 

Net  Inventory  of  Merchandise  at  End  of  Year  15,136.98 

Cost  of  Merchandise  Sold 20,582.25    77.8 

Gross  Profit $5,873.08    22.2 

Wages  of  Salesforce  (including  PM's) $3,333.37  12.6 

Advertising 291.01  1.1 

Boxes,  Wrappings,  and  Other  SeUing S2-91  0.2 

Total  Selling $3,677.29  13.9 

Delivery 26.46  0.1 

Buying,  Management,  and  Office  Salaries ....  $952.39                                                     3.6 
Office  Supplies,  Postage,  and  Other  Manage- 
ment     52.91                                                     0.2 

Total  Buying  and  Management 1,005.30                              3.8 

Rent $800.00                                                     3.0 

Heat,  Light,  and  Power 187.32                                                     0<7 

Taxes    (except   on   buildings,  income,  and 

profits) 205.24                                                     0.8 

Insurance  (except  on  buildings) 156.65                                                     0.6 

Repairs  of  Store  Equipment 21.09                                                     0.08 

Depreciation  of  Store  Equipment 86.73                                                     0.3 

Interest  on  Capital  —  Borrowed $143.23 

Interest  on  Capital  —  Owned 939.45 

Total  Interest 1,082.68                                                     4.1 

Total  Fixed  Charges  and  Upkeep 2,539.71                              9.6 

Miscellaneous 264.55  1.0 

Losses  from  Bad  Debts 52.91  0.2 

Total  Expense 7,566.22    28.6 

Net   Loss $1,693.14       6.4 

Stock-turn  1.3  times  a  year 
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TABLE  6 

PROFIT    AND    LOSS    STATEMENT 
for  year  ending  December  31,  1921 

Gross  Sales $41,974.80 

Returns  and  Allowances 407.16 

Net  Sales ~       $41,667.64     100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $19,183.47 

Purchases  of  Merchandise  at  Billed  Cost.  .  .  .       29,430.44 

Inward  Freight,  Express,  and  Cartage 678.09 

Gross  Cost  of  Merchandise  Handled , .  $49,292.00 

Cash  Discounts  Taken 441.46 

Net  Cost  of  Merchandise  Handled $48,850.54 

Net  Inventory  of  Merchandise  at  End  of  Year  17,591.67 

Cost  of  Merchandise  Sold 

Gross  Profit 

Wages  of  Salesforce  (including  PM's) $4,572.44 

Advertising 748.22 

Boxes,  Wrappings,  and  Other  Selling. 124.70 

Total  Selling $5,445.36 

Delivery 41.67 

Buying,  Management,  and  Office  Salaries ....       $1,286.80 
Office  Supplies,  Postage,  and  Other  Manage- 
ment   126.50 

Total  Buying  and  Management 1,413.30 

Rent $1,140.00 

Heat,  Light,  and  Power 241.35 

Taxes    (except    on    buildings,    income,    and 

profits) 328.57 

Insurance  (except  on  buildings) 207.83 

Repairs  ot  Store  Equipment 83.14 

Depreciation  of  Store  Equipment '. 119.06 

Interest  on  Capital  —  Borrowed  ....   $169.79 

Interest  on  Capital  —  Owned 1,201.94 

Total  Interest 1,371.73 

Total  Fixed  Charges  and  Upkeep.  . 3,491.68 

Miscellaneous 422.69 

Losses  from  Bad  Debts 117.79 

Total  Expense 

Net  Loss 

Stock-turn  1.7  times  a  year 


31,268.87 

76.2 

$10,308.77 

24.8 

11.0 

1.8 

0.3 

1S.1 

0.1 

S.1 

0.8 
3.4 

2.7 

0.6 

0.8 

0.8 

0.S 

0.8 

8.8 

8.4 

IQ 

0.3 

10,932.29 

26.3 

$623.62 

1.6 
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TABLE  7 

PROFIT   AND    LOSS   STATEMENT 
for  year  ending  December  31,  1921 

Gross  Sales $68,031.08 

Returns  and  Allowances 748.34 

Net  Sales. $67,282.74     100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $27,473.41 

Purchases  of  Merchandise  at  Billed  Cost.  .  . .       48,226.42 

Inward  Freight,  Express,  and  Cartage 341.85 

Gross  Cost  of  Merchandise  Handled $76,041.68 

Cash  Discounts  Taken 901.83 

Net  Cost  of  Merchandise  Handled $75,139.85 

Net  Inventory  of  Merchandise  at  End  of  Year  25,148.77 

Cost  of  Merchandise  Sold 49,991.08    74.3 

Gross  Profit $17,291.66    25.7 

Wages  of  Salesforce  (mcluding  PM's) $6,997.40  10.4 

Advertising 1,345.65  2.0 

Boxes,  Wrappings,  and  Other  Selling 134.57  0.2 

Total  SeUing $8,477.62  12.6 

Delivery , . . ,  134.67  0.2 

Buying,  Management,  and  Office  Salaries.  . .  $2,354.90                                                      S.5 
Office  Supplies,  Postage,  and  Other  Manage- 
ment         269.13                                                      0.4 

Total  Buying  and  Management 2,624.03                              3.9 

Rent $1,800.00                                                      2.7 

Heat,  Light,  and  Power 339.19                                                      0.5 

Taxes    (except    on    buildings,  income,    and 

profits) 406.48                                                         0.6 

Insurance  (except  on  buildings) 337.80                                                      0.6 

Repairs  of  Store  Equipment 70.05                                                       0.1 

Depreciation  of  Store  Equipment 271.90                                                      0.4 

Interest  on  Capital — Borrowed $458.35 

Interest  on  Capital  —  Owned 1,631.57 

Total  Interest 2,089.92                                                      3^ 

Total  Fixed  Charges  and  Upkeep 5,315.34                           ~7^ 

Miscellaneous 873.47  1.3 

Losses  from  Bad  Debts. 135.77  0.2 

Total  Expense 17,560.80    26.1 

Net  Loss $269.14      0.4 

Stock-turn  1.9  times  a  year 
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TABLE  8 

PROFIT    AND    LOSS    STATEMENT 
for  year  ending  December  31, 1921 

Gross  Sales $163,453.23 

Returns  and  Allowances 2,746.01 

Net  Sales $160,707.22    100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $57,892.58 

Purchases  of  Merchandise  at  Billed  Cost.  .  .  .     112,810.12 

Inward  Freight,  Express,  and  Cartage 1,153.66 

Gross  Cost  of  Merchandise  Handled $171,856.36 

Cash  Discounts  Taken 2,899.22 

Net  Cost  of  Merchandise  Handled $168,957.14 

Net  Inventory  of  Merchandise  at  End  of  Year  52,765.82 

Cost  of  Merchandise  Sold 

Gross  Profit 

Wages  of  Salesforce  (including  PM's) $16,713.56 

Advertising 4,660.51 

Boxes,  Wrappings,  and  Other  Selling 482.12 

Total  SeUing $21,866.18 

Delivery 321.41 

Buying,  Management,  and  OflSce  Salaries ....       $7,713.95 
Ofiice  Supplies,  Postage,  and  Other  Manage- 
ment   803.64 

Total  Buying  and  Management 8,517.49 

Rent $5,780.00 

Heat,  Light,  and  Power 867.82 

Taxes    (except    on    buildings,    income,    and 

profits) 771.39 

Insurance  (except  on  buildings) 739.25 

Repairs  of  Store  Equipment 326.88 

Depreciation  of  Store  Equipment 836.68 

Interest  on  Capital  —  Borrowed $764.49 

Interest  on  Capital  —  Owned 3,735.31 

Total  Interest 4,499.80 

Total  Fixed  Charges  and  Upkeep 13,820.82 

Miscellaneous 2,075.98 

Losses  from  Bad  Debts 334.63 

Total  Expense 

Net  Loss ^. 

Stock-turn  2.1  times  a  year 


116,191.32 

72.3 

$44,515.90 

27.7 

10.4 

2.9 

0.3 
13.6 

0.2 

4.8 

0.6 
6.3 

3.6 

0.8 

0.5 

0.6 

0.2 

0.5 

8.8 
8.6 

1.3 

0.2 

46,926.61 

29.2 

$2,410.61 

1.6 
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TABLE  9 

PROFIT  AND   LOSS   STATEMENT 
for  year  ending  December  31,  1921 

Gross  Sales $593,496.91 

Returns  and  Allowances . 37,865.10 

Net  Sales. $555,631.81     100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $145,282.58 

Purchases  of  Merchandise  at  Billed  Cost.  .  . .     402,827.22 

Inward  Freight,  Express,  and  Cartage 6,836.94 

Gross  Cost  of  Merchandise  Handled $554,946.74 

Cash  Discounts  Taken 20,280.06 

Net  Cost  of  Merchandise  Handled $534,666.68 

Net  Inventory  of  Merchandise  at  End  of  Year  144,057.52 

Cost  of  Merchandise  Sold 390,609.16     70.3 

Gross  Profit $165,022^     29.7 

Wag«s  of  Salesforce  (including  PM's). $52,785.02  9.S 

Advertising 20,558.38  3.7 

Boxes,  Wrappings,  and  Other  Selling 2,778.16  0.5 

Total  SeUing $76,121.56  13^ 

Delivery 2,503.26  0.6 

Buying,  Management,  and  Office  Salaries ....  $29,578.82                                                      5.3 
Office  Supplies,  Postage,  and  Other  Manage- 
ment   2,647.83                                                         0.5 

Total  Buying  and  Management 32,226.65                              5.8 

Rent $18,750.00  8.4 

Heat,  Light,  and  Power 2,264.04  0.4 

Taxes    (except    on    buildings,  income,   and 

profits) 2,922.56  0.5 

Insurance  (except  on  buildings) 2,101.64  0.4 

Repairs  of  Store  Equipment 1,226.59  0.8 

Depreciation  of  Store  Equipment 2,283.66  0.4 

Interest  on  Capital — Borrowed.   ..  $1,375.43 

Interest  on  Capital  —  Owned 11,859.73 

Total  Interest 13,235.16  2.4 

Total  Fixed  Charges  and  Upkeep ~        42,783.65  7.7 

Miscellaneous 6,667.58  1.2 

Losses  from  Bad  Debts.  .  -. 1,386.16  0.2 

Totftl  Expense.  •. 161,688.86    29.1 

Net  Profit    ..     ^ $3,333.79      0.6 

Stock-turn  2.7  times  a  year 
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OPERATING   EXPENSES    BY   FEDERAL    RESERVE 
DISTRICTS 

For  the  benefit  of  shoe  merchants  who  are  especially 
interested  in  geographical  comparisons  of  expenses,  a  tabu- 
lation of  the  1921  reports  has  been  made  according  to  Federal 
Reserve  districts.  Although  reports  were  received  from  every 
Federal  Reserve  district,  in  five  districts  the  numbers  were 
not  large  enough  to  justify  separate  tabulations  for  those 
districts.  Consequently  the  figures  for  geographical  com- 
parisons are  given  for  only  seven  Federal  Reserve  districts. 
The  number  of  firms  for  which  reports  were  received  in  each 
district  is  stated  in  the  table.  The  proportion  of  large 
firms  and  small  firms  is  not  the  same  in  all  the  districts. 
This  accounts  for  some  of  the  divergencies  in  the  percent- 
ages, such  as  advertising,  for  example.  The  table,  which 
shows  a  strong  similarity  in  average  conditions  in  the  vari- 
ous districts,  is  as  follows : 
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STOCK-TURN 

The  average  rate  of  stock-turn  for  the  firms  from  which 
reports  were  received  in  1921  was  1.9  times.  This  was 
practically  the  same  as  in  previous  years.  For  the  two 
hundred  forty-two  firms  from  which  reports  were  received 
for  both  1920  and  1921,  the  common  figure  was  2  times  in 
1920  and  1.9  times  in  1921.  The  rate  of  stock-turn,  as  has 
been  explained  in  previous  bulletins,  is  determined  by  dividing 
the  average  inventory  into  the  cost  of  the  merchandise  sold, 
not  into  sales.  Since  the  average  firm  has  a  record  of  inven- 
tory only  at  the  beginning  and  end  of  the  year,  it  has  been 
necessary  to  use  the  average  of  these  inventories  for  determin- 
ing the  rate  of  stock-turn.  Although  inventories  are  taken  at 
a  time  when  stocks  tend  to  be  low,  the  conditions  are  similar 
in  most  stores,  and  therefore  this  method  gives  fairly  com- 
parable results  for  the  various  firms. 

The  lowest  rate  of  stock -turn  reported  by  any  firm  for  1921 
was  0.5  times,  the  highest  16.3  times.  This  highest  figure, 
however,  was  altogether  exceptional,  since  only  one  other  firm 
turned  its  stock  more  than  7  times;  only  fourteen  others  more 
than  4  times. 

The  rate  of  stock-turn  in  1921  for  the  various  groups  of 
firms  classified  according  to  volume  of  sales  was  as  follows : 

TABLE  11 

Rate  of  Stock-turn  and  Total  Interest  in  1921 
According  to  Volume  of  Sales  —  407  Firms 

Rate  of 
Volume  of  Net  Sales  Stock-turn  Total  Interest 

Less  than  $30,000 1.3  times  4.1  % 

$30,000  -  $49,000 1.7  3.3 

$50,000  -  $99,000 1.9  3.1 

$100,000-$249,000 2.1  2.8 

$250,000  and  over 2.7  2.4 

A  comparison  of  the  figures  for  rate  of  stock-turn  and  for 
total  interest  in  Table  11  shows  that  the  firms  with  a  small 
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volume  of  sales  had  a  low  rate  of  stock-turn  and  a  high  figure 
for  total  interest,  the  rate  of  stock-turn  increasing  and  the 
figure  for  total  interest  decreasing  as  the  volume  of  sales 
rose.  Enough  firms  with  small  volume  of  sales,  however, 
secured  a  high  rate  of  stock-turn  in  1921  to  prove  that  there 
is  no  inherent  reason  why  in  most  instances  the  small  firm 
cannot  substantially  increase  its  rate  of  stock-turn.  The 
figures  in  the  above  table  represent  conditions  as  they  existed 
in  1921 ;  they  do  not  indicate  that  these  conditions  should 
necessarily  remain  constant  in  the  future.  There  is  no  ap- 
parent reason  why  the  typical  small  firm  should  not  increase 
its  rate  of  stock-turn  to  a  figure  approximately  as  high  as 
that  of  the  average  firm  with  large  volume  of  sales. 

The  rate  of  stock-turn  was  practically  the  same  in  the 
different  Federal  Reserve  districts,  indicating  again  that  the 

Operating  Expenses  in  1921  According  to 
Rate  of  Stock-turn 
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better  basis  for  analytical  comparisons  is  not  geographical 
location  but  volume  of  sales. 

In  Table  12  the  common  figures  for  individual  major 
items  of  expense,  total  expense,  and  gross  and  net  profit  or 
loss  are  shown  for  retail  shoe  firms  classified  according  to 
their  rates  of  stock-turn  in  1921.  One  hundred  eight  firms 
turned  their  stock  less  than  1.5  times.  These  firms  had  a 
common  figure  for  total  expense  of  29.2%,  for  gross  profit 
25.2%,  and  for  net  loss  4%.  One  hundred  sixteen  firms, 
on  the  other  hand,  turned  their  stock  2.3  times  or  more,  with 
the  result  that  their  common  figure  for  total  expense  was 
26.2  %,  for  gross  profit  26.8  %,  and  for  net  profit  0.6  %  of  net 
sales.  For  numerous  firms  the  difference  between  profit  and 
loss  in  1921  was  a  difference  of  less  than  one  stock-turn  a 
year. 

TABLE  12 

Operating  Expenses  in  1921  According  to  Rate  of 
Stock-turn 

Net  Sales  =  100  % 

Stock-turn  less     1.5-1.8  1.9-2.2  2.3  times 

than  1.5  times      times  times  and  over 

Number  of  firms  108  97  73  116 

Wages  of  Salesforce 11.4  %       10.8  %  10.7  %             9.7  % 

Total  Selling 13.8  13.4  13.3  12.5 

Buying,    Management, 

and  Office  Salaries  .  .  3.7            3.8  3.9                4.0 

Total  Buying 4.0            4.2  4.3                4.3 

Rent 2.9             3.0  2.7                3.0 

Totallnterest 4.3             3.1  2.9                2.1 

Total  Fixed  Charges  and 

Upkeep 9.8             8.6  7.9                7.2 

Total  Expense 29.2  28.3  27.9  26.2 

Gross  Profit 25.2  25.3  27.1  26.8 

Net  Profit  or  Loss Loss  4.0    Loss  3.0    Loss  0.8      Profit  0.6 
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Although  a  good  rate  of  stock-turn  apparently  helped 
to  increase  gross  profit,  probably  by  lessening  the  losses 
from  depreciation  of  merchandise  occasioned  not  only  by 
changes  in  style  but  also  by  faUing  prices,  nevertheless  the 
chief  effect  of  an  increase  in  the  rate  of  stock-turn  was  a 
reduction  in  the  cost  of  doing  business.  The  largest  differ- 
ence in  expenses  was  in  total  interest,  which  was  4.3  %  of  net 
sales  for  the  firms  turning  their  stock  less  than  1.5  times  as 
compared  with  2.1  %  for  firms  turning  their  stock  2.3  times 
or  more.  Wages  of  salesforce  also  were  somewhat  lower  for 
firms  that  turned  their  stock  rapidly;  this  probably  is  to  be 
accounted  for,  not  by  any  direct  effect  of  the  rate  of  stock- 
turn  upon  the  wages  of  salesforce,  but  rather  by  the  fact  that 
firms  that  had  developed  means  of  securing  a  high  rate  of 
stock-turn  also  had  been  successful  in  introducing  other  eco- 
nomical methods  in  such  matters  as  the  handling  of  sales- 
force.  Buying,  management,  and  office  salaries  were  some- 
what higher  for  the  firms  that  turned  their  stock  more  rapidly, 
the  difference  being  more  than  offset,  however,  by  the  savings 
in  other  items.  This  comparison  suggests  clearly  the  advan- 
tages of  painstaking  management  in  order  to  effect  economies 
in  other  expenses  of  operation. 

Net  Profit  or  Loss  in  1921  According  to 
Rate  of  Stock-turn 

Percentage 
of  Sales 

Net  Profit 


Net  Loss 


stock-     1.5-1.8 
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1.9-2.2 
times 


2.3  times 
and  over 
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GROSS  AND  NET  PROFIT  OR  LOSS 

Gross  profit  is  determined  by  deducting  the  cost  of  goods 
sold  from  the  amount  received  as  net  sales.  It  is  the  margin 
of  receipts,  over  and  above  the  cost  of  the  merchandise,  out 
of  which  the  expenses  are  met  and  in  normal  years  a  net 
profit  received.  The  common  figure  for  gross  profit  in  1921 
was  25,9  %  of  net  sales.  The  variations  from  this  average, 
however,  were  wide,  ranging  from  a  gross  loss  of  17%  to  a 
gross  profit  of  45  %  of  net  sales. 

For  the  two  hundred  forty-two  firms  that  sent  in  compar- 
able reports  for  both  1920  and  1921,  the  gross  profit  declined 
from  27.9  %  in  1920  to  27.1  %  in  1921.  In  Table  13  the  gross 
profit  figures  for  these  firms  are  shown  in  detail.  Twenty- 
eight  firms  in  1920  and  forty-two  firms  in  1921,  for  example, 
showed  gross  profit  less  than  20  %  of  net  sales. 

TABLE  13 
Gross  Profit,  1920-1921  —  242  Firms 

Net  Sales  =  100  % 

Number  of  Firms 
Gross  Profit  1920  1921 

Less  than  20% 28  42 

20.0-24.9 60  41 

25.0-29.9 75  77 

30.0-34.9 57  67 

35.0-39.9 18  11 

40.0  and  over 4  4 

Tabulations  for  firms  divided  into  groups  according  to 
volume  of  sales  in  1921  (Table  14)  showed  that  the  common 
figure  for  gross  profit  was  smallest  for  the  group  of  firms  with 
sales  less  than  $30,000.  The  rate  of  gross  profit  in  1921  varied 
directly  with  the  common  figure  for  stock-turn  for  the  groups 
of  firms  classified  according  to  sales. 
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TABLE  14 

Gross  Profit  and  Rate  of  Stock-turn  in  1921 
According  to  Volume  of  Sales  —  407  Firms 

Net  Sales  =  100  % 

Rate  of 
Volume  of  Net  Sales  Gross  Profit     Stock-turn 

Less  than  $30,000 22.2  %  1.3  times 

$30,000  -  $49,000 24.8  1.7 

$50,000  -  $99,000 25.7  L9 

$100,000-$249,000 27.7  2.1 

$250,000  and  over 29.7  2.7 

The  common  gross  profit  figures  for  the  firms  classified 
geographically  for  the  Federal  Reserve  districts  from  which 
enough  reports  were  received  for  separate  tabulations  were 
as  follows : 

TABLE  15 

Gross  Profit  in  1921  by  Federal  Reserve 
Districts 

Net  Sales  =  100  % 

District  Gross  Profit 

Boston 25.9  % 

New  York ^ 26.3 

Cleveland !' 26.2 

Chicago 24.2 

St.  Louis 26.4 

Katisas  City 27.9 

San  Francisco 29.3 

Net  profit  is  the  amount  that  remains  for  the  owners  of  the 
business  after  deducting  total  expense  from  gross  profit.  In- 
asmuch as  a  charge  for  interest  is  included  in  expense,  net 
profit  and  interest  are  not  to  be  considered  as  synonymous. 
Interest  is  the  return  on  the  investment;  net  profit  is  the 
compensation  for  unusual  foresight  in  management.  It  is 
the  income  which  in  good  years  offsets  the  losses  in  years  of 
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depression,  thus  affording  an  incentive  to  men  to  engage  in 
business  on  their  own  account.  If  total  expense  is  greater 
than  gross  profit,  the  result  is  a  net  loss. 

The  year  1921  was  one  in  which  the  average  retail  shoe 
merchant  showed  a  net  loss.  This  was  occasioned  by  the 
drop  in  prices  and  the  difficulty  in  readjusting  expenses  to 
meet  the  new  conditions  brought  about  by  the  crisis  of  1920. 
It  is  to  be  noted  that  although  the  average  net  profit  was 
small  in  1920,  the  year  in  which  the  crisis  occurred,  it  was 
the  year  1921  that  showed  a  common  figure  for  net  loss. 
Part  of  the  net  loss  shown  by  many  firms  in  1921,  however, 
probably  should  have  been  taken  in  inventory  depreciation  at 
the  end  of  1920. 

The  common  figure  for  net  loss  in  1921  was  1.9%  of  net 
sales.  The  most  prosperous  firm  in  1921,  judged  from  the 
net  profit  standpoint,  showed  a  net  profit  of  19.7%;  the 
least  profitable  showed  a  net  loss  of  49.3  %  of  net  sales.  The 
latter  firm  showed  a  gross  loss  of  17%  before  deducting  its 
expenses. 

The  common  figures  for  net  profit  or  loss  for  the  firms  classi- 
fied according  to  volume  of  sales  were  as  follows : 

TABLE  16 

Net  Profit  or  Loss  in  1921  According  to  Volume 
OF  Sales  —  407  Firms 

Net  Sales  =  100  % 

Volume  of  Net  Sales  __  Net  Profit  or  Loss 

Less  than  $30,000 Loss    6.4  % 

$30,000  -  $49,000 "       1.5 

$50,000  -  $99,000 "      0.4 

$100,000-$249,000. «       1.5 

$250,000  and  over Profit  0.6 

The  only  group  which  showed  a  net  profit,  even  though 
small,  was  the  one  in  which  the  average  rate  of  stock-turn 
was  2.7  times. 
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For  the  firms  classified  by  Federal  Reserve  districts  the 
common  figures  for  net  profit  or  loss  are  given  in  Table  17. 

TABLE  17 

Net  Profit  or  Loss  in  1921  by  Federal  Reserve 
Districts 

Net  Sales  =  100  % 

District  Net  Profit  or  Loss 

Boston Loss  2.7  % 

New  York Profit  0.9 

Cleveland Loss  0.8 

Chicago «  2.8 

St.  Louis «  2.2 

Kansas  City : "  0.8 

San  Francisco "  0.5 

The  two  hundred  forty-two  firms  that  furnished  fully 
comparable  reports  for  both  years  showed  a  common  figure 
for  net  profit  of  1.8%  in  1920  and  a  net  loss  of  1%  of  net 
sales  in  1921.  As  is  shown  in  Table  18,  seventy-two  of  these 
firms  experienced  a  net  loss  in  1920  and  one  hundred  thirty- 
eight  in  1921.  In  both  years  three  of  these  firms  had  a  net 
profit  amounting  to  more  than  15  %  of  net  sales. 

TABLE  18 
Net  Profit  or  Loss,  1920-1921  —  242  Firms 

Net  Sales  =  100  % 

Number  of  Firms 
Net  Profit  or  Loss  1920  1921 

Net  Loss 72  138 

Net  Profit,  less  than  3  % 66  48 

3.0-5.9 49  35 

6.0-8.9 31  9 

9.0-11.9 10  6 

12.0-14.9 11  3 

15.0  and  over 3  3 
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FINANCIAL  FIGURES 

Net  sales,  as  previously  stated,  showed  a  decline  of  9  % 
from  1920  to  1921,  according  to  the  reports  of  the  firms  that 
sent  in  statements  for  both  years.  The  aggregate  volume  of 
purchases  of  the  firms  reporting  for  both  years  was  10.3  % 
less  in  1921  than  in  1920.  The  average  inventory  was  8.5  % 
less  on  December  31,  1921  than  on  December  31,  1920.  As 
regards  the  changes  in  sales,  purchases,  and  inventories,  it 
appears  that  the  drop  in  prices  was  the  chief  factor  influencing 
each  of  the  three  in  1921.  This  statement  is  borne  out  also 
by  the  previous  comparison  of  the  rate  of  stock-turn,  which 
was  practically  the  same  in  1921  as  in  1920. 

The  analysis  of  financial  statements  for  the  purpose  of 
presenting  credit  ratios  was  started  in  the  bulletin  on  operat- 
ing expenses  in  1919.  A  similar  analysis  has  been  made  of 
the  reports  of  operating  expenses  in  1921. 

The  first  of  these  ratios  is  the  ratio  of  current  assets  to 
current  liabilities.  In  Table  19  the  ratios  of  current  assets 
to  current  liabilities  for  three  hundred  forty-eight  firms  are 
summarized.  In  this  table  the  figures  for  two  hundred  seven- 
teen firms  that  furnished  fully  comparable  financial  state- 
ments for  both  1920  and  1921  also  are  given. 

According  to  this  table,  three  firms  had  current  assets  less 
than  their  current  liabiKties  in  1921,  and  for  fifty-nine  firms 
the  current  assets,  while  exceeding  current  liabilities,  were 
less  than  twice  the  current  liabilities.  One  hundred  six 
firms,  on  the  other  hand,  had  current  assets  more  than  ten 
times  the  current  liabilities.  Judging  from  these  reports, 
this  credit  ratio  was  slightly  lower  on  the  average  at  the 
end  of  1921  than  on  December  31,  1920.  The  difference, 
however,  is  smaller  than  might  have  been  expected  in  view 
of  the  losses  suffered  during  the  year. 
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TABLE  19 

Ratio  of  Current  Assets  to  Current  Liabilities 
AT  End  of  Year  1921 

All  Firms  Firms  Reporting 

Reporting  in  Both  Years 

Ratio  1921  1920  1921 

Less  than  1.0  times 3  0  3 

1.0-1.9 59  30  37 

2.0-2.9 68  38  42 

3.0-3.9 33  19  18 

4.0-4.9 23  20  14 

5.0-5.9 14  9  10 

6.0-6.9 16  9  7 

7.0-7.9 9  7  5 

8.0-8.9 9  7  5 

9.0-9.9 8  7  8 

10.0  and  over 106  71  68 

Total  number  of  firms 348  217  217 

The  amount  of  credit  extended  to  customers  by  most  shoe 
retailers  is  small,  and  there  apparently  was  little  change  in 
this  credit  business  in  1921.  In  Table  20  the  ratios  of  ac- 
counts and  notes  receivable  at  the  end  of  the  year  1921  to 
average  monthly  sales  are  summarized.  One  hundred  seventy- 
seven  firms  had  accounts  and  notes  receivable  less  than  half 
the  average  sales  for  one  month.  Only  eight  had  accounts 
and  notes  receivable  outstanding  at  the  end  of  the  year  1921 
greater  than  the  average  sales  for  two  months. 
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TABLE  20 

Ratio  of  Accounts  and  Notes  Receivable  at  End  of 
Year  1921  to  Average  Monthly  Sales 

ah  Firms  Firms  Reporting 

Reporting  in  Both  Years 

Ratio  1921  1920  1921 

Less  than  0.5  times 177  119            113 

0.5-0.9 95  65              59 

1.0-1.4 51  21              33 

1.5-1.9 17  9                7 

2.0  and  over 8  3-5 

Total  number  of  firms 348  217  217 

The  ratios  of  accounts  and  notes  payable  to  average 
monthly  purchases  indicate  that  shoe  retailers  were  receiving 
longer  credit  from  manufacturers  and  wholesalers  at  the  end 
of  the  year  1921  than  at  the  end  of  1920.  This  was  directly 
in  contrast  to  the  conditions  shown  by  the  analysis  of  the 
1919  and  1920  reports.  In  Table  21  the  ratio  of  accounts 
and  notes  payable  to  average  monthly  purchases  at  the  end 
of  1921  is  stated. 

TABLE  21 

Ratio  of  Accounts  and  Notes  Payable  at  End  of 
Year  1921  to  Average  Monthly  Purchases 

All  Firms  Firms  Reporting 

Reporting  in  Both  Years 

Ratio  1921  1920  1921 

Less  than  0.5  times 77  96  51 

0.5-0.9 43  40  27 

1.0-1.4 45  23  28 

1.5-1.9 32  16  21 

2.0  and  over 151  42  .    90 

Total  number  of  firms 348  217  217 
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Nearly  one -half  the  firms  had  accounts  and  notes  payable 
for  merchandise  at  the  end  of  the  year  1921  greater  than 
twice  their  average  monthly  purchases.  Although  the  pur- 
chases for  the  year  had  shown  a  decline,  the  liabilities  to 
manufacturers  and  wholesalers  outstanding  at  the  end  of 
the  year  were  relatively  greater  than  at  the  end  of  the  pre- 
ceding year. 

Although  these  figures  have  not  been  compiled  for  a  suf- 
ficiently long  period  to  justify  any  hard  and  fast  conclusions, 
these  ratios  indicate  that  on  the  whole  credit  conditions 
were  somewhat  less  favorable  in  the  retail  shoe  trade  at  the 
end  of  1921  than  at  the  end  of  the  preceding  year,  particularly 
because  of  the  increase  in  the  ratio  of  accounts  and  notes 
payable  to  average  monthly  purchases. 
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